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KEY ECONOMIC INDICATORS - TURKEY 


All values in million US$ 
unless otherwise stated 


rs Ny 
NATIONAL INCOME AND 973 974 975 % Change — 


EMPLOYMENT (¢ billions)/ CtoB 


GNP at current prices 22.04 30. 85 35. 89 26.0 
GNP at constant 1968 prices, of which 11.24 12.20 12.10 1c 
Agriculture 2.42 2.72 2.72 
Industry 2.82 3. ll 3.09 
Other 6.00 6.37 6.29 
Population (millions) 38. 30 39. 26 40.20 
Per capita GNP at current paw ($) 575.00 785. 00 893.00 
Employment (millions)2/ 3 15.30 16. 27 16. 80 
Average unemployment rate (%) 3/ 10. 80 ll. 70 11. 40 


MONEY AND PRICES 


Money Supply (TL mil.) (1975 Feb. ) 70, 528. 90,045. 90,528. 
External debt (repayable in 

foreign exchange) (1975 June) 2, 654, 2, 901. 3, 015, 
Wholesale price index (1963=100)4/ 240.1 311. 8 338.1 
Consumers Price Index (1975: Oct l, 

1974~-Sep 30, 1975) (1968=100)4/ 19. 8 23.2 23.7 


BALANCE OF PAYMENTS AND TRADE 


Gold and Foreign Exchange 
reserves (1975 = Oct 31) 2,024.0 1,662.5 1,178.2 -29.9 
Worker Remittances (1975 Jan-Sep) 1, 183.3 1,424.9 1, 022.0 -8.3 
Exports (FOB) (1975 Jan=Sep) 1, 318.0 1,532. 2 993.0 ~13.5 
U.S. share (1975 Jan-Aug) 130. 8 185.4 92.0 ~0.6 
Imports (CIF) (1975 Jan=Sep) 2,098.9 3,777.6 3,361.0 40. 3 
U.S. share (1975 Jan-Aug) 185.4 350.1 316.7 39.0 


National income data are provisional and based on July 15, 1975 provisional 
estimates, the latest available. 

Active labour force, including workers abroad and military/gendarmerie. 
Officially reported data. 

Annual average 1973 and 1974; figures exclude rent factor. 


1975/same period 1974. 
Note: Several changes in the exchange rate during the past 3 years account 


for apparent discrepancies in percentage change from year to year in several 
items above. The percentages shown in Column D of National Income above 
are based on official data in Turkish Lira rather than on the dollar equiva- 
lents shown in A, B, & C. Average exchange rate used is as follows: 


1973: $1 = TL 14.00; 1974: $1 = TL 13.85; 1975: $1 = TL 15.00. 





SUMMARY 


As the fourth quarter of 1975 begins, Turkey, in common with many devel- 
oping and developed countries, suffers from sharp inflation, unemployment, 
soaring import costs, lowered export revenues, and a growing domestic bud- 
getary deficit. In spite of new export promotion policies and better export 
performance during the third quarter, the trade deficit is a record-breaking 
$2.6 billion for the first nine months of 1975. Inflows of capital and of con- 
vertible lira deposits have helped hold foreign exchange reserves relatively 
steady over the past seven months. Nevertheless, the short-term nature of 
much of this money creates other concerns for the future. Inflationary pres- 
sures appear to be abating, but the annual rate of inflation is still high. An 
excellent agricultural harvest has contributed handsomely to the provisional 
estimate that GNP will increase by 7.4 percent in real terms in 1975. Tighter 
credit policies, measures to cope with a growing budgetary deficit, short- 
falls in raw materials and capital imports, and inadequate preparation in 
some cases, however, have held back productive industrial investments and 
could ultimately lower the provisional estimate. In addition, a delicate 
political balance in Parliament and the country at large during the past two 
years, coupled with ernphasis on foreign policy issues, has meant that the 
country's economic problems have received little attention. Nevertheless, 
Turkey has shown a real GNP growth of 7 percent in 1974 and is expected to 
do about as well for 1975. In this respect, therefore, its performance has 
been considerably better than that of other non-OPEC developing countries. 


Prospects for increased U.S, exports of goods and services to Turkey 
remain good. U.S. exports to Turkey during the first 8 months of 1975 rose 
30% to $317 million as compared to $228 million during the same period in 
1974. The U.S, market share of Turkish imports improved slightly to 9.9 
percent during 1975. 


CURRENT ECONOMIC SITUATION AND TRENDS 
Budget Deficit Increasing; Investment Shortfalls 


A significant feature of the present economic situation in Turkey, is the con- 
tinuing imbalance in the 1975 public budget. The current fiscal budget 
(March 1, 1975 - February 29, 1976) estimated expenditures of $7. 75 billion 
and revenues of $7.1 billion. The gap of $650 million (TL 9 billion) was 
expected to be covered primarily by domestic bond sales. While general 
budget revenues are holding up well, expenditures have gone up rapidly. New 
expenditures have been subsequently approved without provision for offsetting 
revenues. A new public employee salary law, additional military expendi- 
tures, and increased subsidies on fertilizer and steel have already raised 

the anticipated budgetary gap to as much as $2 billion. 
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The Central Bank financing required as a result of the growing 1975 budgetary 
gap brought complaints from businessmen of lowered credit availability for 
the private sector. However, it has not necessarily provided the investment 
credits needed for productive industrial investments by State Economic Enter- 
prises. Inadequate preparation for some ambitious projects, rapidly rising 
import costs, inflation at home and foreign exchange stringencies have 

caused delays in many important public economic investments planned under 
the 1973-77 Five Year Plan. In addition, efforts to hold down the budget gap 
by cutting expenditures within the constitutionally determined 10 percent lim- 
itation seem to be coming out of productive industrial investments rather 


than from current expenditures, further aggravating public sector investment 
shortfalls. 


In order to strengthen the balance of payments and to bolster dwindling for- 
eign exchange holdings, the GOT has taken several steps to encourage cap- 
ital inflow. Within certain limitations, State Economic Enterprises have 
been authorized to borrow up to $500 million on the Euro-dollar market in 
1975. BOTAS, a wholly-owned subsidiary of the Turkish Petroleum Corpor- 
ation, recently raised $150 million in a syndicated loan offering in which 
several American banks participated. Turkish banks have also been per- 
mitted virtually unrestricted access to the Euro-dollar capital market. In- 
flows of foreign exchange into the banking system in the form of convertible 
lira deposits have reached approximately $850 million thus far in 1975. With 
the bulk of these funds going for industrial investments in the private sector, 
the squeeze on liquidity for this sector has been considerably eased. 


Price Trends and Inflation 


Based on somewhat inadequate wholesale price indices, there seems to have 
been a fall in the rate of inflation from somewhere around 30 percent at the 
end of 1974 to 20 percent by mid-1975. There has, however, been little 
slackening in consumer price increases which seem to be advancing at a rate 
of between 25-30 percent. Some of the acceleration of price rises in early 
1975 resulted from increases in administrated prices for goods and services 
sold by government agencies. Since prices were no longer covering costs, 
this appears to have been a necessary move. Further price rises of this 
kind may be necessary to bring a greater degree of order and economic via- 
bility into the finances of the public sector. 


Present anti-inflationary policies in Turkey seem mainly designed to relieve 
supply bottlenecks by increasing imports of foodstuffs in short supply and of 
industrial and agricultural inputs, as well as by exercising control over in- 
dustrial prices. In this context, the government this year has also held down 
the rise in minimum agricultural prices which had gone up so rapidly in 1974. 
The Annual Program of the State Planning Office raised the possibility of 
holding down inflationary wage increases through the establishment of a wages 
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control board for the public sector or perhaps the setting up of wage and 
salary guidelines to collective bargaining in both the public and private sec- 
tors. There has, however, been considerable opposition expressed by both 
the labor unions and private industrialists toward wage controls. 


Imports Up, Exports Down, Record Trade Deficit 


Although Turkish export performance has improved during the past 3 months, 
the deficit on trade for the first 9 months of 1975 has climbed to $2.6 billion. 
Imports reached $3.6 billion, a rise of 41 percent over the comparable per- 
iod in 1974, while exports fell 13.6 percent to $993 million. Remittances 
from Turkish workers in Europe as of October 17 have fallen by 7. 8 percent 
to $1. 06 billion. 


While the government is concerned about the growing trade gap, it appears 
that there are no easy short-term solutions to the problem. Turkish imports 
are heavily concentrated in investment goods and raw materials for Turkish 
industries. Therefore, any sizable cuts would further aggravate investment 
shortfalls and affect the thus far satisfactory GNP growth rate. A meaning- 
ful growth in export performance appears contingent on Western economic 
recovery, improved prices for Turkey's agricultural exports, and better 
utilization of existing export industries. Worker remittances are also de- 
pendent on European economic recovery. Of the approximately one million 
Turkish workers employed in Europe in 1973, up to 250, 000 have returned to 
Turkey. That remittances have remained near the 1974 level is probably 
because many returnees are bringing their savings with them. While remit- 
tances will reach approximately $1.3 billion for 1975, they may be less sig- 
nificant in the future as a source of Turkish foreign exchange receipts. 


Balance of Payments: Reserve and Debt Position 


Turkey's gold and foreign exchange reserves totalled $1.2 billion as of Octo- 
ber 17, 1975, a drop of $388 million from the first of the year. A series of 
capital liberalization measures announced earlier this year, however, has 
led to heavy borrowing from the Euro-dollar market primarily in the form 
of convertible lira deposits. Medium and short-term borrowing, including 
$210 million under the IMF Oil Facility, has amounted to about $1 billion 
during 1975. While Turkey has thus stabilized its foreign exchange reserves 
since May, it has been done at the expense of an additional medium and 
short-term foreign debt burden. 


The relatively unfavorable prospects for worker remittances and for exports 
in the near future, coupled with the seemingly inexorable rise in imports 
affect the outlook for the Turkish balance of payments picture. Even on the 
basis of relatively favorable projections for imports, exports, invisible 
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transactions and foreign debt service, it appears likely that the Turkish cur- 
rent account balance will remain in a deficit position for the next few years. 
Thus, even with sizable loans from international institutions, and regular aid 
donors, and from agreements Turkey has signed recently with the USSR, Iran 
and Libya, balance of payments problems may persist. 


Turkey's total outstanding foreign debt including undisbursed portions was 
$3.75 billion at the end of 1974, with debt service of $229 million in 1974 and 
estimated at $313 million in 1975. With medium and short-term borrowing 
for 1975 estimated at $l billion, increasing amounts of Turkey's foreign ex- 
change receipts will have to be set aside for debt service payments. Or, 
conversely, the financing of the growing current account deficits will be 
likely to lead to further requirements for new credits. In any case, short- 
term borrowing can only temporarily ameliorate the problems affecting 
Turkey's longer term balance of payments picture. A more lasting solution 
will require structural improvements in Turkish economic performance, 


particularly in the area of foreign trade, productive investment, and capital 
inflow. 


Foreign Investment Policy Could Help 


Turkish Government policy and existing legislation welcomes foreign invest- 
ment provided that it responds to clearly-delineated national criteria. For- 
eign investment must contribute positively to economic development, not 
displace established Turkish enterprises, contribute to exports, introduce 


new technology, and not entaila monopoly. Nevertheless, foreign direct 
investment in Turkey, which appeared to have gathered momentum in the 
1950's and early sixties, has, for a variety of reasons, stagnated in recent 
years. Prospective foreign investors report that they have been discouraged, 
and have often lost interest, because of delays and other obstacles encoun- 
tered in seeking approval for their investment proposals from the relevant 
Turkish Ministries and authorities. 


With somewhat greater encouragement, in particular from Turkish author- 
ities, private foreign investment attracted to Turkey under Law No. 6224 
could provide a viable method of improving the basic balance of payments 
and investment outlook. Foreign investment could provide the technical 
knowhow, special marketing experience and capital necessary to develop 
new export industries. Foreign capital and expertise could assist Turkey 
in adding relatively quickly $200-300 million annually in tourism receipts 
by building new facilities, and promoting and improving the utilization of 
presently existing hotel and resort capacity. Likewise, Turkey's natural 
resources - in particular minerals and the country's large forest areas - 
are inadequately exploited at present. Private foreign investment could 
also play a role in developing these resources which could lead to an in- 
crease in export earnings relatively rapidly. 
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IMPLICATIONS FOR THE UNITED STATES 


1, An Expanding Market for Exports 


Turkey offers a growing market for a wide range of intermediate and cap- 
ital goods and engineering and consulting services in connection with projects 
for economic development. The current Third-Five Year Plan 1973-77 aims 
at an average growth of GNP 7.9 percent and of industrial output of 12 per- 
cent annually. The Plan aims particularly at the rapid development of domes- 
tic mineral and fuel resources, intermediate goods and import substitution 
investment goods. Because of Turkey's great emphasis on expanding indus- 
trial production and maintaining a strong real growth rate, even with current 
balance of payments pressures there is little that can be reduced in imports 
of investment and intermediate goods and raw materials. Considerable proj- 
ect credits are in the pipeline and new lines of project financing particularly 
with the IBRD and the European Investment Bank are being negotiated. BOTAS 
recently borrowed $150 million on the Euro-dollar market for use in financing 
the Iraq-Turkey pipeline and there are indications that the State Economic 
Enterprises are interested in further loans. Iran has recently signed an 
economic protocol with Turkey providing $1. 2 billion over 5 years for improve- 
ments in rail, road and harbor facilities on transit routes through Turkey to 
Iran plus a large meat-packing complex and pulp and paper project in Eastern 
Turkey. 


2. Areas of Special Interest to U.S. Suppliers 


There are excellent opportunities for the sale of U.S. goods and services 
in areas relating to thermal and hydroelectric (and possibly nuclear) power 
plants; petroleum and mineral exploration; ore processing plants; food 
processing and handling facilities; establishment of chemical, petro-chemical, 
fertilizer, pulp, and paper plants, and modernization and expansion of air- 
port, railroad and highway transportation facilities. Selling in Turkey, par- 
ticularly to the State sector, is challenging and occasionally difficult, because 
of cumbersome procedures and sometimes inadequate project planning. 
Nevertheless, determination is often rewarded. Many projects in Turkey 
have recently been deferred or slowed down by inflation, inadequate finance 
and capital import difficulties. Therefore, judicious use of supplier credits 
and package financing through the U.S. Export-Import Bank and other Amer- 
ican banks is becoming increasingly the key to obtaining a desired contract, 


Businessmen seeking markets in Turkey must be prepared to meet strong 
competition, particularly from firms in the European Economic Community. 
The nine countries of the EEC supplied close to 50 percent of Turkey's 


imports during the first 8 months of 1975, with West Germany alone supplying 
22 percent of Turkey's total imports. Aggressive marketing by U.S. firms 


aided by good service follow-up can, nevertheless, obtain considerable export 
sales for American goods and services. 


WX U.S. GOVERNMENT PRINTING OFFICE: 1976-210-946/68 3-1 
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